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Accounting and reporting for environment
A case study of TISCO

Santimoy Patra™

y
The main objective of this study is to know how much environmental activitie
are disclosed by the Indian corporate sector in their published annual report
For this purpose the author thought it fit to carry out a study in respect of iron
& steel industry,

N

industrialisation is taking place the author in this paper intends to  The information and data per-
creating an increasing pressurgudge the responsibility of Indian taining to this study has been col-
on environment worldover which re- corporate sector towards the environjected from the published Annual
quires an effective management formental accounting and reporting asReports of Tata Iron & Steel Com-
tackling the same. Unplannedatool of environmental managementpany Ltd.
industrialisation and the release ofThe main objective of this study is . .
huge amount of effluents, hazardouso know how much environmental Limitation of Study:
wastes and emission of variousactivities are disclosed by the Indian 1) The study is limited to five years
chemicals by the industrial units in corporate sector in their published only.
environment are the main causes ofinnual reports. For this purpose theii) The study is limited to a particu-
environmental damage. In fact indus-author thought it fit to carry out a lar company belonging to the
trial organisations are the main con-study in respect of iron & steel in- iron & steel industry.
sumers of the resources provided bydustry, as it is regarded one of the 29jj) The study is based on second-
the environment. At the same timecategories of polluting industries by ary data and information col-

I n the era of globalisation rapid context of sustainable developmentCollection of Data:

they are considered one of the mairthe EIA (Environment Impact As- lected from the published An-
polluters of environment. So eachsessment) Notification of the Gov- nual Reports of the company. It
corporate citizen should bear theernment of India in 1994. The Tata was not possible to collect the
moral responsibility towards the pro-Iron & Steel Company Limited, a primary information from the

tection of environment from damagesleading company among the iron & company’s personnel and the
and pollution. As a matter of fact steel industry worldover, has beense-  nearby locality through direct
each corporate entity shall have thdected as a sample company for the  jnterview.

duty and obligation to play certain purpose of this case study. However ) i

role towards the management of enthe findings of the study may not be”ACcoUNting for environment:
vironment. representative for all industries spe- ~ The international acceptance of

Obiecti  the Studv: cifically for iron & steel companies. the importance of environmental is-
jectives ot the Study. _ _ sues like green house effect, destruc-
Considering the importance of Period of Study: tion of rain forest, acid rain, soil ero-

environmental management in the  The study covers a period of five sion, high level of pollution and
years from 1995 - 1996 to 1999 -depletion of natural resources has

O Lectureer in Commerce, Garhbeta . .
College, Vidyasagar University. 2000. motivated the development of envi-
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ronmental accounting as a tool of enfect leading to the service potential-Cost of gifts of nature:

vironmental management. Environ-ity of people. The cost of such pol- Nature is generally exclused
mental accounting is the treatment ofution may be estimated by the lossfrom accounting. There are some
various environmental issues of aof earnings due to their loss of ser-natural resources (like clean air, sun-
firm within the financial account. It vice potentiality, direct expenses for|ight) available to us as gifts of na-
includes estimation of environmen-medical care and cost of pre-maturedyre from times in memorial. These
tal expenditure and actual determi-death (in terms of P.V. of their future have neither any assigned value nor

nation thereof as distinguished fromearnings). any market price. So it makes a prob-
np_rmal busingss expenditLIJre,. recog-  Cost of sound pollution may also lem of valuation of course. To over-
nition of environmental liabilities pe calculated in the same way. come this obstracle, shadow prices
and disclosure of all environment ac- could be introduced. Shadow price

tivities in a separate section of theCOSt of water pollution: is used where market price does not

annual report of a company. Actually ~ Surface and groundwater may begyist |t is anything what people are
rapid industrialisation is taking place polluted from the discharge of efflu- ijjing to pay. For example, the sale
with the advancement of civilisation ents and may pose serious health haz;;; o o rental value of two identi-
having a concern for environmentalard. If this polluted water causes g, hoyses locating at two distinct
issues. As industrial organisationshealth damage preventing the indi-gyironmental characteristics within
are the ‘users’ vis-a-vis ‘polluters’ of viduals concerned from working then o came geographical region may be
environment, indicated earlier on,its cost is equal to the opportunity yitterent. The people are willing to
they should account for the use ofcost, medical cost and cost of prey,5y more for the house at preferred
environmental resources and theirmatured death of effected people. gnyironmental characteristics than
pollution of the environment in the River and sea water may be pol-the house suffering from natural ca-
form of the effect on air, water and luted due to the same reasons causamities and environmental hazards.
land. But question may arise: (i) howing reduction of fish yield and dis- The price difference could be the
accounting can quantify some natu-ruption of fish spawning leading to avalue that people put for peace and
ral resources like fresh air, sunlightloss of income to the fishermen. Thisghsence of pollution.

and measure their monetary value¥aluation can be made by change in £, valuation technique suffers
(if) What are the financial effects of productivity method. Expenditure ¢,m several limitations e.g., inappli-
environmental loss and loss of wel-regarding cleaning up and other pos¢p|e assumptions, failure to con-
fare associated with pollution? Thesesible improvement of the river water sider externality, difficulty in extract-
are just a few among many quarriegjuality may be taken into consider-ing and separating environmental
arising complexity of accounting for ation. cost, lack of data base etc. Despite

enwrtpnment.. Envwonmenthal 8C" Cost of ecological degradation due these shortcoming, the industry
counting requires a ComprenensIion ;¢ e station: should make an attempt to measure
of the business environment, impact The unwanted deforestation will environmental cost and benefit and

of industrial activities on environ- I :
ment and determination of environ.|€ad to depletion of forest and forest'éflect in financial statement as con-
mental cost and expenditure to bdand causing soil erosion and de-tained in annual report

reflected in financial account. While Struction of ecological balance. Thegnvironmental Reporting:

normal business expenditure can ea20St of such degradation may be val-  pigciosure of environmental ac-

ily be ascertained from the existingU€d on the basis of contingent valux;yities in the annual report of a com-
record of the company, the environ-ation method. pany is considered one of the most
mental cost are often rather difficult cost of recreation: important tool of environmental

to estimate and requires specialized  Thea cost of a visit to a forest or Management. Environmental Report
valuation techniques. Still there is park is equal to the amount actuallyis a document published and circu-
problem, let me present here SOMEncurred by people going there in-lated by a company with the objec-
special kind of environmental iss“escluding travel costs, entrance fees, ifive of having communication with

and their valuation. any and opportunity cost of on-siteIts stakeholders about relevant envi-
gronmental issues like use of environ-
mental resources, pollution and other
effects of the company on environ-
ment, various controlling measures

Cost of air pollution: and travel time etc., keeping in min
Air pollution generated from in- that only visiting that area is the sole
dustry will cause serious health ef-réason for travel.
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to prevent pollution, company’s en- environmental management as pubhusbandry, adult literacy, afforesta-
vironmental accounting, environ- lished in its Annual Report. tion were, thus, thrust areas run by
222; 2ugt|tei]ndTi?gll:gngfgtsgzﬁgr?:;rata Iron and Steel Company Ltd. the society. The_ Tata S’Feel Rural De-
alink b)étweell"n compaFr)ly and environ- It's vision on Environment : vrt]alopment A Whlch hav?d“fn

- these programmes is widely
ment where both the following quali- T one goes through the annualrecognised internationally and na-

tative and quantitative aspects ard®pPorts of TISCO Ltd., one can ob- . o -
taken care gf P serve that the company has been didionally, receiving twice the FICCI
: closing its environmental informa- award for outstanding achievements

Qualitative Information: tion to the stakeholders since 1995in rural development. The society is

a) Company description alongwith 96. In this section | would like to also a member of the prestigious
main environmental issues re-mention the TISCO’s activities to- Prince of Wales Business Leaders
lated to Production. wards the environmental issues agorum. The company under study

b) Company’s environmental Published in its annual reports withhas a Community Development and
policy indicating the approach effect from the year 1995 - 1996. Social Welfare Department provid-

towards protection of environ- ing basic medical care, free counsel-
p . 1995 -1996 .
ment and the areas of failure. ling to employees and other bustee

During this year TISCO has d . .
i . . . wellers on a variety of environmen-
€) Environment management sys-evolved strategies which aimed al issues and co);]ducting social

tem. enhancing the value of education,

d) Compliance with the govern- health ang sanitation, as a part of its o ¢ co> Programmes. Hundreds of
ment legislation with regard to rural and community developmentgraterI men and women bear testi-
environment. programme. Considerable work hasTony to t.hefact that small but timely

e) Company’s environmental ac-been done in this area to provide'h”terve”t'o'".b.y the Department has
tivities with the neighbouring potable drinking water, extend agri- ad.a beneficial and p05|t|v§ effect.
communities for their maximum cultural irrigation facilities to the Environmental watchdogs like mo-
benefit. villages around its operational loca-Pile laboratories are egwped with air.

f) Steps taken by the company fortions and to reduce pollution arising Parks, gardens, public health, water,
management of risk to the safetyOUt of its operation. The company hagvaste treatment and disposal are
and health of employees and the? Commitment to protect the environ-faken care of and these have made

ment and all efforts were made in thisJamshedpur a model city whose pride

o . year to introduce clean technologiess that it is perfectly safe to drink

Quantitative Information: in all the modernisation programmes.water out of a tap on its street. As

a) Company'’s total expenditure on 1996 - 1997 part of landscaping development and
protection or enhancement of , _ reclamation, degraded forest lands,
environment. This year the company proved itS ., e arly in the mining areas, have

b) Total stock of assets on re_en\{lrt()nrr}ental awarenessdth:olijgfbeen systematically converted into
variely ol programmes undertaken, ;. .o nt forests. Old mine shafts are

sources related to environment. .
for rural and community develop- L . .
blooming into beautiful botanical

c) Assessment of.envwonmentalmem, greenery and social commit- ) .
costs and benefits and prepara- parks with a whole series of plants

. . ment. Starting with 32 villages in .
tion of environmental budget. 1979, the Tata Steel Rural Develop-and succulents from India and

d) Discharge of effluents by the yant Society (specially framed) hasabroad. The greening of the country

company and its effect on air, enlarged its work base during thiss'_de also helps in the reh.abltatlon.of
tribal areas which receive special

local community.

water and land. year to cover nearly 700 villages
Case Study making rapid progress in strengthenréatment to set up the pace of de-
ing their socio-economic future. The VElOPmMent of communities that for
cussion, it is my intention to judge Programme teaches people Wategeﬂgrstlo:s hac;/_e l;)leen Ifagtghlng
the responsibility of thdata Iron Mmanagement, re-forestation and®€ninc. An ihgicaton of e
and Steel Company Ltd, a token Multi crop farming in rural areas. Company’s social commitment is the
company selected for the purpose ofducational, medical and sanitation€Xpenditure incurred on social ser-
this case study, towards the disclo-Services, family planning, drinking Vices of non-employees which was
sure of environmental activities for Water, irrigation, agriculture, animal amounted to 342 million in 1996-97.

In the context of foregoing dis-
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1997 - 1998 than one million plantation with in 70% of solid waste utilisation and
This year the company plantedthe coming year 1999. Tata Steel hasntroduction of new technology to
more than six lakhs trees under Greef@ken on social responsibility not make some of the older units com-
Millennium Campaign and the com- only at the community level but also ply with environmental norms. The
pany proposed in its environmentat the national level. The companycompany incurred a capital expendi-
programme to plant one million trees€mbarked on an AIDS awarenesdure of Rs. 25 crores during the year
by 1999 the millennium year. BesidesProgramme during this year. Theon pollution control systems. Be-
greening, the company launched sevcompany continued its exemplarysides, an operating expenditure of
eral Environmental Managementrecord in corporate citizenship. In more than Rs. 100 per tonne of crude
Programme like Slum Development,recognition of this contribution, the steel is incurred on operation and
participating the life cycle analysis company received several awardsnaintenance of environment control
project sponsored by the Ministry of during the year, the important onessystems. The rural community has
Environment, introducing first being outstanding corporate citizenbeen greatly benefited by Tata Steel's
benchmarking project to improve theby Economic Times, Corporate So-income generation efforts. Rural life
operating performance of coke ov-Cial Responsiveness by Businesstyles have been further enhanced by
ens effluent treatment. Jamshedpur'dVorld and outsanding initiatives for empowerment of women and youth
Began Area, consisting of 42 busteefkural Development by FICCI. through training and education.

housing over a lakh of people, has|ggg - 2000 Over the years, Tata Steel has
seen a social welfare programme of metamorphosed from a mere ‘giver’
various projects for the benefit of the to a ‘participator’ and ‘facilitator’ to
bustee people. These include road qassist rural India in effecting an im-
drains, street lights, water supply,in December 1999 Thousands o rovement in its quality of life. In its
parks and conservancy services. saplings also havé been planteacapaCity as a responsible corporate

Apart from these specific areassroynd the new cold Rolling Mill citizen, Tata Steel has always played
of activities, social welfare in complex to protect it from dust, heat?" active role in times of national cri-
Jamshedpur has included new facili-yng pollution. Recognizing that the > Its activities encompass provid-
ties in the Medical Division .like the ees of its urban community in and' 2 local services for health and hy-
inauguration of “Jeevan Jyoti” clin- 4round Jamshedpur are diverse frong - ¢’ family care, sports, social for-
ics to give relle'f to termmally illand those in the rural areas, the compangvSt.ry’ woman empowerment etc.
depressed patients, a special “Famga qyided vocational training, and vhile also undertaking massive re-
ily Life and Value Education” tqmga| education to many children lief work for a war struck Kargil, a
programme has been initiated '.n_th'sfrom economically backward flooded Orissa or an earthguake torn
year. Through enhanced Municipalgmilites, free health check-up to the 202IPUr- Through its dedicated and
Community and Medlcgl Serv'ces’people from the economically Chal_cor]&stent social effor.t, Tata Steel
through Tata Steel’s relief develop-|enged sections through its two mo-St1V&S 10 make a difference to
ment programmes, the company hagjjje medical units. people’s lives.

spent around Rs. 34 crores against Having achieved the environ- Findings of the Study:

the heading “Welfare Expenditure”. : : . L
. mental compliance with regard to From the above discussion it is
Tata Steel thus continues to walk . .
. . . statutory norms, the company hasseen that during the period of study

along the path laid down by its chair- .

T embarked upon tackling the globalTata Steel has launched a number of
man who had said “We shoulder. . :
) S issues for overall sustainable growthEnvironment Management
community responsibility as part of ; . S
. o of the steel industry. These includeProgramme in different ways to pro-
the social responsibility of our na- . o : .

. . L reduction of energy consumption intect the environment from pollution
tion social responsibility is one of the . . . .
criteria of aauaing the erformancethe steel works to an all-time low of which have been clearly disclosed in

9 ”g 9 P 7.8 Gcalltcs by increase in by-prod-its Annual Reports. So the objective
of companies”. e . T )
uct energy utilisation, closure of of this paper: with regard to disclo-
1998 - 1999 smaller units, automation etc; re-sure of environmental information to
The company continued GreenSource conservation measures, rethe stakeholders has been fulfilled.
Millennium Programme by planting duction of solid waste generation; The company spend huge amount of

trees with a target of achieving moresolid waste utilisation by using nearly expenditure for prevention of pollu-

The Company’s three-year Green
Millennium Project, to plant 1.5 mil-
Sion trees was successfully complete



Cover Feature

tion and protection of environment. started disclosing environmental in-ing and a suitable format of environ-
Thus the company under studyformation in their annual reports on mental reporting as a device of envi-
proved its sincerity as a responsiblevoluntary basis. The Government ofronmental management on global
corporate citizen. India should introduce and enact abasis. The author hopefully explored
But it was not found in its finan- N€W piece of company law for dis- these crucial issues in this paper with
cial statement even in the explanaclosing the environmental informa- a view to encourage the corporate
tory schedule throughout the periodtion mandatory. At the same time, personalities to bring their due atten-
covered our study to segregate théawe_\rd for b_est presentation’ for d|_s— tion in this area.
expenditure incurred by the company©!0Sing environmental information in [The author is grateful to Dr. D. P.
for various environmental activities the annual accounts may also be inPande, Professor of Commerce, Vidyasagar

“ . ; _University for his valuable comment and sug-
under the head “Environmental COSttrOduced by the confederation of In gestion in maintaining the quality of this ar-

and Expenditure”. Also there was nodian Inldustries or by aregulatory au-ce |
mark of indication of environment thority and that will create some
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